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PART 1

OF IMMEDIATE INTEREST

‘TAIWAN STRAIT SITUATION

The Chinese Communists’
resumption of shelling against
Chinmen appears to have the
primary political objective
of reminding the United States
that the Communists are unwill-
ing to acquiesce in the devel-
opment of a static situation
in the strait area. Since 6
October, when Defense Minister
Peng Te-huai declared the first
cease-fire, Peiping appears to
have been marking time in an-
ticipation of American conces-
sions. 1In his extension of
the cease-fire on 12 October,
three days before the 8lst
Sino~-American meeting in War-
saw, Peng Te-huaili declared
that a reason for the continued
suspension of shelling was "to
‘see what the opposite

visit of Secretary Dulles to
Taipei. This visit may have
appeared to the Chinese Com-
munists to be a reaffirmation
of American support of the Na-
tionalists, especially since
it followed shortly after re-
newed Nationalist talk of a
"counterattack" against the
mainland.

25X1

lan at-

titude of suspicion exists over

the possibility of some "plot"
between the United States and
Nationalist China involving
intensified attacks by the

latter against the mainland
without overt American inter-  25X1
vention. Secretary Dulles'visit

side is going to
do." The Communists
apparently see no
modification in the
Anmerican position,
either in public
statements in the
United States or in

Ambassador Beam's
stand at Warsaw, de-
spite the cease-fire
which the United
States insisted was
the main condition
for beginning nego-
tiations.

In spite of
Peiping's charges of
American escort ac-
tivity as the im-
mediate cause of the
resumption of the

bombardment, it ap-
pears that the can- ‘» 26,7 HONG KONG
cellation was de- st " NOUTH CHINA SEA g
23 OCTOBER 1958
liberately timed to Nationallst held \ I Jw 25X1
coincide with the —— Selected railroad L —oiz 4
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and "informed" press opinion
may well have heightened
such an apprehension. Peng's
20 October order wawzned the
United States against "utiliz-
ing" the Natlonalists to &n-
fringe on Communist Chinads
"sovereignty."

There are a number of
other factors which may have
predisposed Peiping to resume
shelling. Claims by Nationalist
officials and others that the
cease-fire represented a "vic-
tory" for the Natiomalists. and
was a sign of Communist weak-
ness have irritated Peiping.
The People's Daily editorial on
21 October stated that the Na-
tionalists had become "cocky
again" and that they had re-
cently revived talk of recover-
ing the mainland. Complaining
that the Nationalists have
"loudly clamored" that the
cease-fire was a "victory" for
Taipei, the editorial pointed
to the Nationalist violation
‘of the condition for suspension
of shelling and declared, "Let
them see what benefit the in-
troduction of American naval
vessels for escort really
bringsithem."

Nationalist failure to
show any propensity to enter
into direct negotiations with
the Communists, and US - Chi-
nese Nationalist expressions of
solidarity, caused the People's
Daily on 21 October to state
THAT the United States and Na-~
tionalist China are playing "a
duet,"” with the United States
expressing its desire to '"re-
duce the Chiang army on Chin-
men and Matsu," while the Na-
tionalists re-emphasize the
importance of maintaining
troops on Chinmen and the
other offshore islands.

The editorial stated that
1f.the Nationalists continue

to reject negotiations with the
Communists and "insist on obey-
ing American orders, we are not
to be blamed for taking all the
necessary measures,'" Pelping
commentary has expressed pique
over public references by Ameri-
can officials to US raval forces
ignoring Communist China's
claimed 12-mile limit.

There is no statement in
Peng Te-huai's 20 October order
concerning whether and when an-

other cease-fire will be declared.

However, the door is left open
for another suspension of shell-
ing. The number of "obstinate"
Chinese on the offshore islands
and Taiwan is allegedly "very
small," suggesting that exten-
sive "punitive" action will

not be carried out.

An article in the latest
issue of Red Flag, biweekly
theoretical journmal of the Chi-
nese Communist party‘'s central
committee, may herald the be-
ginning of a major campaign to
exploit the strait situation
as a further incentive for
production and other domestic
goals. It stressed the pres-
ent crisis as a spur to fur-
ther productive and organiza-
tional efforts by the Chinese
people, commenting that "the
American aggressors act the
bully" because Communist China
has too little iron and steel,
too little machinery, too little
food, and is poorly organized,

Since the 36th warning,
which preceded the suspension
of the cease-fire and con-
tained operational data and
specific reference to escort
activities, almost all the
"warnings" have returned to a
pattern of terseness. The
latest, the 40th, accuses two
warships of intruding into ter-
ritorial waters in the Matsu
and Pingtan area.
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Communist Military Activity

The renewed shelling of
the Chinmen Islands has so
far appeared to be similar to
that which preceded the cease-
fire--harassing fire on the
beach and airstrip areas, com-
munications facilities, and
targets of opportunity, with
occasional concentrations being
fired on the smaller islands.
On 18 October, two days before
the resumption of shelling,
the Communists landed personnel
on two small and previously un-
occupied islands about three
miles northeast of Chinmen,
probably to improve their obser-
vation capabilities.

Chiﬁese Nationalist Reaction

Chinese Nationalist of-
ficers, officials, and Minister
of Defense Yu Ta-wei were jubi-
lant as reports of the Commu-
nist artillery bombardment be-
gan to come in on 20 October.
Ambassador Drumright believes
the Chinese Nationalists prob-
ably are gratified with the
renewal of prospects for a
military showdown, rather than
a negotiated resolution of the
crisis or a continued stale-
mate.

The Nationalists' have can-
celed scheduled resupply mis-
sions following the Chinese Com-
munist resumption of fire and,
since Chinmen supply stocks

were built up by the delivery
of an estimated 40,000 tons of
all classes of supplies  dur-
ing the 14-day cease-fire, no
urgent need 1s seen for crash
programs of air and sea re-
supply. The $tocks of rations
and artillery ammunition--the
most important classes of sup-
ply--on Chinmen now are esti-
mated adequate for 66 and 45
days respectively.

A brief
air clash occurred in the
vicinity of Chinmen' on 21 Oc-

tober.

The Nationalists apparent-
ly intend to exploit the situa-
tion for economic as well as
political purposes. Vice Pres-
ident Chen Cheng told an Ameri-
can observer that it was neces-
sary to keep the Taiwan economy
stable as well as to keep the
military forces strong. He
said Nationalist China probably
would need an extra $30,000,000
to $50,000,000 in economic aid
this year from the United States
because of the strait conflict.

MIDDLE EAST DEVELOPMENTS

Iraq

Rumors of further changes
in the make-up of the Baghdad
regime have persisted since
the departure of former Deputy

Prime Minister Arif to Europe,
ostensibly to be ambassador to
West Germany. Baath party
circles allegedly expect Arif
to return to Iraq after a short
tour of European countries,
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while army officers. bhelieve.more
military elements.will enteéexr the
government. ‘A remarkableée revers-
al in Prime Minister Qasim's
fortunes or thinking would seem
necessary to bring Arif back to
an official position.

Four more high Iraqi of-
ficials are scheduled to leave
Iraq on 25 October, ostensibly
as official participants in the
inaugural flight on an Iraqi
airways turboprop service to
Morocco. One of them, Minister
of State Rikabi, was an Arif
supporter while two of the
others are Kurds.

Communications Minister
Baba Ali has said he plans to
go on for a rest in Europe after
the trip to Morocco. Thése tours
and absences could be the oc-
casion for further cabinet
shifts, especially if} as hasalso
been rumored, the Baghdad re-
gime wants to make room for
Kurdish leader Mustafa Barzani,
who returned to Iraq on 6 Oc-
tober after 11 years in the
USSR. Barzani has left the
capital to visit his own vil-
lage, but is expected to come
back where the regime can at
least keep an eye on him.

Meanwhile, the Egyptians
continue to emphasize the dan-
ger of Communist influence on
the new government. Mosgt Iraqil
officials, including the rel-
atively conservative interior
minister, Brigadier Yahya, have
discounted the importance of
Communist activity. However,
Communications Minister Ali has
stated he believes the greatest
danger to the regime continues
to be the leftist tendencies of
some of its leaders, with the
ultimate possibility of Commu-
nist domination.

Jordan

King Husayn is still con-
sidering a minor reshuffling of

the unpopular cabinet, to help

ensure the stability of his
government after the depar~
ture of the protecting British

forces and the beginning of
his own "vacdation" in Europe.
As a Dbeginning, the justice
minister resigned and two as-
sistant ministers were shifted
on 15 October. Meanwhile, the
UAR-operated "Jordanian Peo-
ple's Radio" 1in Syria has
warned Jordanlan politicians
against cooperation with any
pro-Western government.

According to present plans,
the last British troops should
embark from the port of Agaba
about the second week of Novem-
ber, by which time Husayn will
already have left, and the coun-
try will be in the hands of a
regency council.

Lebanon

The week-old "era of
good feeling' in Lebanese
politics was interrupted by
radical-Moslem irritation owverr
the re-election of Adil Usayran
as speaker of Parliament. The
erstwhile rebel faction had
supported Sabri Hamadah, the
rebel "boss'" of the Biqga
Valley, and his failure to

gain the post produced agita-
tion 1in the Basta, with calls
for the dissolution of Par-

liament and new electiomns.
These demands echo those still
being made by the UAR-sup-
ported Volce of Free Leba-
non radlo 1located in Syria.

Prime Minister Karami ap-
pealed for calm, but pressure
for a dissolution seems like-
ly to build up. This issue
is one of several that
could cause a split in
Karami's four-man government
of '"mational salvation," al-
though the popular relief over
the end of terrorism and fight-
ing is a strong factor in keep-
ing the government together.
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UAR

The Sahara Petroleum Com-
pany, the only large Western
0il exploration company in Egypt,
has officially surrendered its
86,000-square-mile concession
in the Western desert after
spending four years and over
$30,000,000 in a fruitless search
for oil. While the lack of suc-
cess was a major contributing
factor in the group's withdraw-
al, uncertainty over the Cairo
government's acts subsequent to
an oil find played a large role
in the company's decision to
leave,made lateée last year.

The only remaining Western
0il companies involved in Egyp-
tian exploration and production
are the Italian government-con-
trolled monopoly Ente Nazionale
Idrocarburi, the Belgium Petro-
fina group, and lesser Western
companies. The UAR ouster of
the Menhall Company operating
in the Syrian region suggests
that, rather than offer the Sa-
hara concession to another West-
ern group, Cairo will undertake
exploration itself under the
aegis of the General Petroleum
Authority.

The UAR-Tapline negotia-
tions, covering the Syrian
,claim for increased revenues

on the American-owned Saudi
Arabian - Mediterranean pipeline
have taken a turn for the worse,
with Cairo characterizing the
company's answer to 1its
take-it-or-leave-it wultimatum
as "full of fallacies." The
extreme stand taken by the
UAR in demanding increased
revenues suggests that Cairo
may expect a company re-
fusal which could provide
Nasir with another opportu-
nity for a dramatic move
against Western business in-
terests in the UAR.

UAR Vice President Amir
arrived in Moscow from Prague on
19 October and:.plans to stay six
days. Soviet officlialdom gave
him the "red-carpet" treatment,
and he met twice with Khru-
shchev, as well as with other
top Soviet officials. His
talks with the Soviet premier
have been described in noncom-
mittal terms, but there were in-
dications that Amir would take
up Egyptian complaints against
Communist activity in the UAR
and in Iraq, and differences
over Soviet aid and the price
of Egyptian cotton. Amir prob-
ably also sought additional arms
with the argument that they are
even more necessary now that
Israel is acquiring more mili-

25X1

tary equipment.
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PART 11

NOTES AND COMMENTS

DE GAULLE CLARIFIES ALGERIAN POLICY

Premier de Gaulle may make
a new inspection trip to Algeria
early in November as a further
assurance to the Moslems that
the campaigning for the French
National Assembly election on
30 November will be truly free.
Any Moslem candidates openly
advocating independence are
nevertheless likely to encounter
indirect obstruction from some
French Army and European set-
tler elements,

Although De Gaulle's first
public invitation to the Alge-
rian rebel leaders to negotiate
was issued at his 23 October
press conference, secret nego-
tiations between Paris and the
rebel National Liberation Front
(FLN) were recently reported
and described as progressing.
These developments may point
to an early announcement of a
cease-fire agreement.

25X1

French Independent party
leader Roger Duchet and other
rightists maintain, however,
that De Gaulle's directive on
free elections was aimed largely
at placating world and liberal
French opinion. They view as

"ridiculous" the belief that FLN-

supported candidates might be
elected. Duchet asserts that
the army has the Moslem vote
so well in hand that deputies
chosen will align themselves
with Information Minister Sou-
stelle’'s rightistccoalition.

In the army, open and
direct defiance of De Gaulle's
orders is unlikely, even from
those elements who complained
publicly against his order that
they withdraw from the public
safety committees. Neverthe-
less, there are various indirect
means of effectively discourag-
ing the activities of candidates
the army dislikes. Many im-~
portant military elements, al-
though not accepting the set-
tlers® concept of second-class
citizenship for the Moslems, are
known to share the settlers' re-
pugnance for pro-independence

propaganda.

25X1

MOROCCO

The fall of the Moroccan
Government may be imminent as
a result of both growing dis-
content among extremist ele-

ments within the governing

Istiqlal party and localized dis-

orders created by an opposition
group. Istiqglal extremists
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oppose the King's authoritarian
role, particularly the royal
control over the nation's se-
curity and armed forces, which
they want subordinated to the
appropriate ministries.

Left-wing elements repre-
sented by Abderrahim Bouabid,
the dynamic vice premier and
minister of the national econ-
omy, by" Mehdi ben Barka, presi-
dent of the Consultative Assem-
bly, and by labor leader Mah-
joub ben Seddik have been grow-
ing in influence and for sev-
eral months have been trying to
upset the present Istiqlal gov-
ernment headed by moderate
Ahmed Balafrej. Yielding to
extremist pressures, Balafrej
has already toughened his atti-
tude on the American air base
igssue and adopted a neutralist
policy of nonalignment in inter-
national relations.

Criticism by the extremists
within the Istiqlal has been
heightened because of the King's
recent alleged toleration of
serious anti-Istiqlal activities
by an opposition group in the
Rif mountain area. This group,
which has héretofore had only
limited popular support, ran-

sacked Istiqlal offices and at- o5xq
tacked party members; security o5xq
forces were slow to arrive and
restore order,

The replacement of the pres-
ent moderate government by one
with increased extremist influ-
ence, along with a reported
gathering of armed anti-Istiqlal
tribesmen, many of whom were
former members of the irregular
Army of Liberation, have raised
concern in Paris that Morocco
faces prolonged political in-
stability. The French Government
fears this may endanger the siz-
able French colony in Morocco
and is reported having second
thoughts over its earlier plans
to withdraw the 15,000 French
troops which still remain in
Morocco. A French failure to
continue troop withdrawals would,
in the opinion of the American
ambassador, be interpreted by
Rabat as intransigence and sig-
nal a "marked deterioration in
French-Moroccan relations,"

25X1

THE CYPRUS SITUATION

Efforts are continuing in
Paris, aimed at obtaining Greek,
Turkish, and British agreement
to hold a formal conference on
the Cyprus issue, but have
reached an impasse over the
identity and number of neutral
participants or observers to be
invited. Athens undoubtedly
fears the combined influence of

London and Ankara, which it faced
during the abortive London Con-
ference in 1955,

The Greek Govermnment is
faced with increasing opposition
at home, especially from the
pro-Communist United Democratic
Left. It will thus strive to
gain maximum concessions, but is

SECRET

PART II

NOTES AND COMMENTS

Page 2 of 19

Approved For Release 2007/10/23 : CIA-RDP79-00927A001900100001-1



Approved For Release 2007/10/23 : CIA-RDP79-00927A001900100001-1
= SECRET

CURRENT INTELLIGENCE WEEKLY SUMMARY
23 October 1958

not likely to throw away what on various vague charges, but

may be the last opportunity to the government-inspired tension
halt or reverse the present is easing.
trend endangering Greek aspira-
tions regarding Cyprus. On Cyprus, EOKA's new
wave of bombings, murder, and
In both Greece and Turkey, sabotage now has involved the
there is an air of suspense and Turkish Cypriot community.
anticipation over the outcome Turkish leaders have cautioned
of the Paris talks. There is against retaliation, but have
said to be ""confused awareness" warned of the danger of in-
in all quarters of Athens that creased bloodshed. They have
time is fast running out on the also complained to the UN and
present phase of the Cyprus NATO that Greece is sending
struggle, and that if this ef- NATO arms to EOKA. Security
fort €aills, there is 1little forces are continuing their
hope of any progress favorable search operations with some
to Greece in many months or success and may be expected to
years., In Turkey, resentment maintain their tough attitude,
against the Greeks continues which followed the murder of a
to be expressed by such actions British soldier's wife. 25X1
as expulsions of Greek subjects

1958 CROP PROSPECTS IN THE SINO-SOVIET BLOC

Preliminary estimates in- harvests will soon permit fur-
dicate that the aggregate 1958 ther changes toward greater
crop production in the Sino- agricultural efficiency.
Soviet bloc will be significant-
ly .above that in 1957 and will Soviet Union
probably be the highest in the
bloc’s history. The expected Total Soviet crop pro-
increases in the USSR and Com- duction is likely to reach an
munist China will greatly over- all-time high in 1958, Al-
shadow decreases in the European though spring seeding was de-
satellites. The bloc’s ag- layed some 10 to 15 days by cool,
gregate increase 1is more in rainy weather, an analysis of
grains than in root crops, oil- subsequent weather conditions,
seeds, fibers, and other crops. observations by Western travel-
The increased grain available, ers, and Soviet press reports
besides permitting an increase all indicate the likelihood of
of state reserves and livestock an excellent crop.
feed supplies, will allow fur-
ther exports for politiecal or In August, Mukhitdinov,
economic reasons. secretary of the party central
committee, said: "The year 1958
Even though largely the will have a particularly good
result of favorable weather, harvest; not less than 130,000, -
these agricultural successes 000 metric tons of grain will
will probably redffirm the be harvested." While it is
Soviet and Chinese leaders' unlikely, in view of subsequent
belief in the correctness of rainy weather during harvest-
their respective farm programs. ing over much of the new-lands
In the case of the USSR, Khru- area, that the amount of grain
shchev's latest speeches reflect suitable for storage from the
his hope that successive good 1958 crop will be as large as
SECRET
PART II NOTES AND COMMENTS Page 3 of 19
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Mukhitdinov predicted, it is
expected to be larger than the
1956 crop, which, with deductions
of losses after harvesting, was
estimated at 115,000,000 tons.

The outloock for other crops
also is generally good, and a
record harvest of sugar beets
seems in prospect because of a
large expansion in acreage and
favorable growing weather.

Communist China

Peiping has claimed that
its total output of food crops
in 1958 will reach at least
360,000,000 tons, nearly double
the amount produced last year.
The wheat crop is declared to
be about 40,000,000 tons, a
70-percent increase, and rice
is estimated at 180,000,000
tons;, a - 108-percent increase.
Similar gains have been claimed
for corn, millet, potatoes,
other food crops, and some in-
dustrial crops.

These figures are belleved
to be exaggerated. Weather was
not particularly favorable in
China this year, and although
a great deal <of labor was.
devoted to irrigation and water-
conservancy projects and to the
collection and application of
organic fertilizers, it is doubt-
ful such measures could achieve
the increases claimed. These
measures probably have made

KREMLIN LAUNCHES SERIOUS CAMPAIGN

A renewed Soviet campaign
against bureaucratic abuses and
overstaffing is apparently now
under way as Khrushchev moves
in the period prior to the 2Ist
party congress to line up his
state machinery behind the "in-
credible" economic program he
has promised will be launched
at that time. Footdragging,
malfeasance, and featherbedding
have been clearly recognized

possible substantial increases,
however, and it is likely that
China's original goal of 196,-
000,000 tons of food grains in
1958 will be exceeded.

European Satellites

Total crop production in
the European satellites this
year apparently will be smaller
than in 1957. This decrease re-
sults mainly from reduced small-
grain production, which dropped
primarily because of unfavorable
weather., The outlook for the
major fall-harvested crops--
corn, root crops, oilseeds, and
fibers~-is more favorable than
for small grains, but production
of these crops will also be be-
low the 1957 level.

Production of crops in the
northern satellites-~~Czechoslo-
vakia, East Germany, and Poland
-=wlll not. be greatly different
from that in 1957. 1In Albania,
Bulgaria, Hungary, and Rumania,
however, production will be
significantly below that of last
year. Unseasonably hot, dry
weather in May and June in many
parts of the southern satellites
reduced yields of wheat, rye,
barley, and oats. Rainfall
duiring " the ' . summer was. al-
so. generally  below .average
in -those areas.|
{Prepared by ORR)

25X1

AGAINST BUREAUCRATIC ABUSES

as impediments to the industrial
reorganization and Khrushchev's
timetable for "catching up with
the West" in per capita produc-
tion, and the Soviet leaders may
have decided that severe correc-
tive measures now have become
necessary. |

25X1

25X1

the Soviet

leaders are preparing a severe
shake-up of the Soviet bureaucracy.
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One of the stated purposes
of the industrial reorganiza-
tion was to reduce the number
of supervisory and administra-
tive personnel by transferring
them "into production,”™ but it
now appears that new staffs and
offices have sprung up in place
of those discarded. The Central
Statistical Administration of-
ficially admitted that by Janu-
ary 1958 only 56,000 employees
of the former ministries, de-
partments, and other administra-
tive organizations had been
freed to work directly in in-
dustry.

Many administrators re-
mained in Moscow by transfer-
ring to strengthened Gosplan
units and other expanded agen-
cies, while the staffs in the
regional economic councils ex-
panded rapidly. In many cases
the sovnarkhoz staffs were filled
by persons who previously
had been directly invelved in
production, thus defeating one
of the original objectives of
the industrial reorganization.

The party central commit-
tee and the Council of Minis-
ters have ordered all agencies
and enterprise directors to

reduce, improve, and lessen the
costs of administrative staffs,
and the central press has con-
demned the tendency "throughout
the whole country'" to increase
administrative staffs.

The malpractices of local
officials have recently caused
serious concern at high party
levels to the extent, possibly, o5x1
of putting a brake on plans to 25X1
increase the powers of regional
administrators.

Scviet newspapers and jour-
nals have recently pinpointed
cases of administrative mal-
practices and have sharply cas-
tigated the officials responsible.
At least one sovnarkhoz chair-
man has been removed for mal-
feasance and several others have
received party reprimands and

may be slated for +trans-
fers to 1less responsible
jObS. ’ 25X1

THE AFRO~ASIAN WRITERS' CONFERENCE

The recently conrcliuded
Afro-Asian Writers' Conference
in Tashkent was the USSR‘s most
lavish bid to develop cultural
relations with nonbloc peoples
since the World Youth Festival
held in Moscow in 1957. Exten-
sive Soviet propaganda coverage
portrayed the meeting as a "Lt
erary Bandung,'" uniting the
writers of Afro-Asian countries
against '"colonialism" and "rac-
ism" and calling on all writers
to condemn "injustice"™ and "ex-
ploitation."

The conference, from 7 to
12 October, was attended by

about 200 writers from 35 Asian
and African countries and by ob-
servers from Europe and the
Americas, with 150 correspondents
accredited.

An extensive Soviet build=-up
for the conference was designed
to emphasize Soviet kinship with
the peoples of Asia and Africa.
Radio programs and magazine ar-
ticles discussed such subjects
as the publication of Tolstoi's
work in China and Gorki's friend-
ly ties with India. Special
magazine issues were devoted to
Fastern writers, and the USSR
published books ranging from
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classical Bengalese works to
New Arab Poetry. An Afro-Asian
Film Festlval which opened in
Tashkent on 20 August provided
both a dry run for the main
event and a vehicle for further
Soviet cultural compliments.

In contrast to the 1956
Asian Writers'®' Conference in New
Delhi, which Moscow was unable
to turn into an anti-Western
rally, months of careful prep-
aration and the location of the
conference inside the USSR re-
sulted in thorough Soviet con-
trol., As an indication of the
importance Moscow attached to
the event, party presidium mem-
ber N, A, Mukhitdinov, the
Kremlin's top spokesman on Asian

-and African affairs, was dis-
patched to Tashkent, his birth-
place, to present the opening
speech.

Thereafter, Moscow at-
tempted to play down Soviet
domination of the proceedings,
emphasizing anti-Western state-
ments of . nonbloc participants.

GOMULKA SPEECH SETS CONFIDENT

Polish party leader Gomulka,
in a speech reflecting new
confidence, told the 12th
plenum of the Polish United
Workers' party (PZPR) central
committee on 15 October that
under his leadership the party
had defeated both its "revi-
sionist" and "dogmatist" ele-
ments. The oft-postponed third
party congress, which Gomulka
admitted had been delayed be-
cause of adverse internal
party ccnditions,; now has been
set for 10 March 1959. This
fact reflects the first secre-
tary's belief that his control
now is sufficient to obtain
formal ratification of his
program.

A discussion of the problems

of children's literature cen-
tered on Indian criticism that
children's books in India "still"
emphasized the American Revolu-
tion instead of that of Russia
or China. The primary task for
writers of children'’s books
throughout the world was to
struggle against harmful Ameri-
can literature in the form of
"poisonous" comic books.

The creation by the Tash-
kent conference of a permanent
bureau of Afro-Asian writers
with headgquarters in Ceylon pro-
vides the USSR with yet another
vehicle for continuing the So-
viet aim of increasing cultural
ties with the peoples of under-
developed areas. An Afro-Asian
Youth Conference sponsored by
the Afro-Asian Solidarity Com-
mittee, which had an important
role in preparations for the
Tashkent Conference, is to meet
in Cairo in February 1959. The
next Afro-Asian Writers®' Con-~
ference has been set for 1960

in Cairo.

25X1

TONE IN PRE-CONGRESS PLENUM

Gomulka made it clear
that he considers "revisionism"
a greater danger to the party
than "dogmatish."” While the
party has created a climate in
which revisionism can no longer
exist, Gomulka asserted, this
does not mean the struggle
against either this evil or
dogmatism has ended. On the
contrary, he said, the party's
main efforts would be directed
toward the "complete liquidation"
of the revisionist tendencies
still to be found in univer-
sities, among scientists, in
the theater and motion pictures,
and particularly among writers.
He warned journalists they would
have to make a positive: contri-
bution to the party program.
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With the completion of
the party membership "verifi-
cation'" campaign, in which
206,000 members, 15 percent of
the total membership, were
dropped, Gomulka declared that
the party had emerged from the
"confusion of internal differ-
ences' which had seriously
weakened it after his return
to power in October 1956. He
said the party now is ideolog-
ically consolidated, organi-
zationally and politically
stronger, and fully capable of
carrying forward the task of
"building socialism."

In waiting until next
March to hold the congress,
Gomulka apparently acted in
part out of deference to the
USSR, which is holding its own
congress in January, and in
part from a desire to be able
to make the policies and de-
cisions of his own congress
after first observing those of
the Soviet party. He asserted
that Poland's major external
objective is the strengthening
of its ties with the USSR and
the "strengthening of the unity
of the camp of socialist states."

Gomulka said that delegates
to the forthcoming congress
would be elected not only by
party provincial organizations,
but also by all enterprises

employing more than 400 persons.
By electing delegates at the
provincial rather than district
level, Gomulka is assured of
more loyal representation than
he would be likely to get from
the lower party organs. By
granting factory party units
representation, he has further
opportunity to pack the congress
with loyal delegates who will

be able to counter the uncertain
elements controlling the party
in the countryside.

Gomulka's speech strongly
suggested that he plans to
strengthen the party apparatus
at the grass roots and make it
more responsive to control from
Warsaw--an effort to overcome
what is probably his greatest
weakness. He drew particular
attention to the political
activities of the clergy in
rural areas as a special prob-
lem to be overcome by party
organizations.

Gomulka made only a casual
reference to Yugoslavia, citing
his party's condemnation of
the Yugoslav program as evidence
of Poland's healthy attitude on
antirevisionism. He made no
reference to the United States
during the entire 17,000-word
speech--a noteworthy omission
by any Communist leader at a
party gathering.

25X1

KaDAR REGIME SEEKS TO STILL WESTERN CONCERN OVER HUNGARIAN ISSUE

Sensitive to continued
Western attention toward devel-
opments in Hungary, the Kadar
government is engaged in an ac-
tive "election campaign" de-
signed to create the illusion
that the period of dealing with
"counterrevolutionaries' has
ended, and that the regime now
has the support of the Hungarian

people. Behind these preten-
sions, the regime continues to
try "counterrevolutionaries"

in secret and to persecute other
elements of the population. At
the same time, it has launched

a vigorous anti-American cam-
paign in anticipation of attacks
from the West when the Hungarian
question comes up for formal
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debate in the UN General As-
sembly,

The forthcoming parlia-
mentary election scheduled for
November is long overdue, the
last National Assembly election
having been held in May 1953,
Because of the revolution in
1956, however, the Hungarian
parliament in May 1957 felt it
necessary to extend its mandate
for two years rather than face
its "electorate." The fact
that the Kadar regime now is
prepared to risk holding an
election, which could conceiv-
ably stimulate public disorders
or a popular boycott, demon-
strates the regime's confidence
of its internal control, and
the intensity of its desire to
quiet external criticism of the
regime,

The postrevolutionary at-
tempt to tighten control over
the populace continues., 1In a
move to forestall possible dis-
orders on the second anniver-
sary of the revolution, several
hundred precautionary arrests
reportedly have been made, and
the regime has arrested others
for "criminal activities against
the state." Over 50 percent of
Hungary's lawyers have recently
been disbarred, and the regime
has intensified pressures and
threats against the country's
teachers,

Despite regime denials,
unpublicized trials of '"coun-
terrevolutionaries" continue.
Eight persons reportedly re-
ceived death sentences recently
for an attack on the Budapest
party headquarters during the
1956 revolt. Others who the
regime feels were given too
lenient sentences in the days

immediately following the up-
rising are being retried and
usually given increased sen-
tences.

The government's white
book on the "conspiracy" of
Imre Nagy clearly implies that
more members of the Nagy group
will be punished, |

25X1

of these individuals already
have been secretly tried and
given prison terms,

At the same time, an in-
flammatory anti-American cam-
paign has been launched, which
Hungarian Foreign Minister Endre
Sik has made clear is connected
with the scheduled debate on
Hungary during the present UN
General Assembly session., He
stated in a speech at the UN
that any discussion of the
Hungarian question would bring
on a counterattack by the Hun-
garians which would disclose
American efforts to undermine
the "socilal and state order"
in Hungary.

To date the anti-American
campalign has included espionage
charges, violent press attacks,
intense surveillance of the per-
sonnel of the American Legation
in Budapest, and hints that the
legation may again be ordered
to reduce its staff. The regime
has also used the campaign to
isolate Hungarians. further
from the West. On 22 October
the Hungarian Government abruptly
rejected a request, contained
in a note delivered by the lega-
tion, to permit Cardinal Minds-
zenty to attend the conclave
of the College of Cardinals in
Rome, accusing the United States 25x1
of making a "fresh attempt" to
intervene in the internal af-

fairs of Hungary.

NORTH KOREA MERGING AGRICULTURAL COOPERATIVES

Pyongyang has ordered a
rapid reorganization of agri-
cultural cooperatives into larg-
er "amalgamated" units. The
reorganization, which is to be

completed by 20 November, re-
sembles in many respects the
"commune program' in Communist
China, but it does not yet
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appear to have such far-reach-
ing social implications.

The reorganization was
foreshadowed by remarks made
by Premier Kim Il-sung last
month, when he said that in-
creasing the size of farm co-
operatives would have the ad-
vantage of strengthening the
local administrative structure
while at the same time reducing
manpower requirements for '"non-
productive work." . Pyongyang
feels the move will make it
easier to raise the level of
mechanization and to introduce
modern farming techniques. It
also undoubtedly sees in the
new organization a way of
strengthening party and govern-
ment control in rural areas and
of stretching the country's
limited supply of able admin-
istrators and party cadres.

All cooperatives in each
ri--the smallest unit in the
administrative apparatus--will
be merged, and the chairmanship
of the ri people's committee
and of the new cooperative will
be held by the same person.
The old cooperatives will trans-
fer to the new ones, without

..ness and great speed.

compensation, all jointly owned
property, including production
facilities, cultural establish-
ments, and joint funds and cred-
its. Consumer and credit ' co-
operatives and health clinics

in rural areas will also be
transferred,

North 'Korean leaders may
well believe that their wisest
course is to follow China's
lead in developing the rural
economy as well as in expanding
the pace of industrialization,
Both countries succeeded in
establishing cooperative agri-
culture with relative smooth-
It is
probable that these successes
have prompted Pyongyang and
Peiping to move faster with the
socialization of the country-
side than has been the case in
the Soviet Union and other bloc
countries. Pyongyang may feel,
too, that the present rural or-
ganization is inadequate to ful-
fill recently expanded economic
goals. The prospect of a good
harvest, moreover, probably rein-
forces the regime's confidence
that the time is ripe for the

reorganization. |

(Prepared by ORR)

25X1

PEIPING ESTABLISHES MOSLEM AUTONOMOUS REGION

Communist China has an-
nounced that an autonomous re-
gion for Hui peoples will be
formally established in north-
west China on 24 October. The
Ningsia Hui Autonomous Region,
located in one of China's prin-
cipal Moslem areas, will be the
fourth such region established
at the provincial level. 1Its
formation will serve to propa-
gandize Peiping's claim of re-
ligious freedom and to promote
closer ties with Middle Eastern
Moslem countries.

The Hui autonomous region
consists of a small part of
former Ningsia Province, which

in 1954 was incorporated into
neighboring Kansu Province.

The area is inhabited by more
than one sixth of China's 3, -
500,000 Huis, who are ethnic
Chinese of Moslem faith and the
only minority group classified
on the basis of religion. They
comprise 33 percent of the new
autonomous regions' 1,822,000
population, which also includes
Manchus, Mongols, and Chinese.

There are three other major
autonomous regions in China:
Inner Mongolia, established as
an autonomous region in 1947;
Sinkiang, established as a Uighur
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autonomous region in 1955; and religious freedom for minori-
Kwangsi, set up for the Chuang ties "as long as they love their
peoples in March 1958. Tibet, country." Because of their
though still in the preparatory customs and traditional beliefs,
stage, is slated for eventual Moslems have suffered under
autonomy. socialization of business in-
terests and the land reform.
Peiping has found the In mid-January, Wang Feng, vice
facade of autonomy the best chairman of the Nationalities
method of administering its Commission, criticized the Hui
minority groups in border areas. Moslems for not claiming China
Although these regions are os- as their motherland and condemned
tensibly self-governing, Pei- the belief that the "ideals of
ping retains tight control over the Koran are ideal tasks to
local governing bodies and be fulfilled."
gives final approval to all
legislation. In addition, Pei- On 17 October--just a week
ping ensures that Chinese will before the scheduled inaugura-
outnumber the ethnic minorities tion of the Hui region--the
in most areas and will hold all Peiping People’s Daily casti-
essential posts. gated Ma Chen-wu, deputy chair-
man of the All-China Islamic
Creation of a Hui autono- Association, as the "black
mous region will serve to il- sheep"” of Moslem circles. The
lustrate Peiping'’s claim of paper accused him of attempting
SECRET
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to use the '"cloak of religion"
to carry out anti-Communist

and antiregime activities in
Ningsia. Peiping seems to be

éxposure on the eve of Hui
autonomy appears designed to

warn other Huis not to mis— 25X1
take the meaning of autonomy
primarily concerned over Ma's under the Chinese Communist
attempts to set up a real re- minority rogram.

public for Hui peoples. Ma's \

COALITION GOVERNMENT LIKELY IN BELGIUM

Premier Eyskens seems about
to succeed in his effort “to

bring the Liberals into Belgium's

minority Social Christian party
(PSC) government, thus attain-
ing the greater stability of a
majority coalition. This effort
was greatly assisted by the out-

Since taking office last
June, the Eyskens' government
has fulfilled its election
promises on such questions as
increased retirement pensions
and parliamentary reapportion-
ment in the Flemish area,

It has also moved to reduce

compulsory military service by

come of the 12 October municipal C
initiating a volunteer re-

elections in which the PSC main-
tained its recent

gains, while the gen-
erally conservative

Liberal party . suf-

fered substantial

losses and the So-

cialists made some 295
gains at the expense

of the Communists.

BELGIAN CHAMBER OF DEPUTIES

FLEMISH CHRISTIAN

COMMUNISTS PEOPLE’S UNION (votksuniey ]
- 1

LIBERALS
2064)

SOCIAL
CHRISTIANS

104(+8)

SOCIALISTS
83(-2)

Formation of
such a coalition has
been a PSC aim since
the indecisive par-
liamentary elections
of 1 June, but neith-
er the powerful So-
cialist party nor
the smaller Liberals
were receptive pre-
viously. The Lib-
erals’ refusal now would con-
front them with the threat of
new national elections, prob-
ablywith further 1lo

SOCIALIST-
LIBERAL BLOC 2

(0) INDICATES CHANGE FROM 1954 ELECTION
80610 4

cruitment program, which is
still in its early stages but
has produced widespread So-
clalist charges that it will

adversely affect Belgium's
NATO commitments. As premier
of a coalition government,
Eyskens would probably con-

tinue much the same policies
but with the greater firmness

of assured parliamﬁnTary tenure. 25X1

The final decision on their
participation is expected to be
made at the meeting of the par-
ty's national council on 26 ‘
October.
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RIFT IN DANISH COMMUNIST PARTY

The long-standing rift
within the small Danish Commu-
nist party (DKP) between the
"Titoist" faction led by party
chairman Aksel Larsen and the
Moscow-oriented majority re-
mains unresolved, with both
groups maneuvering in prepara-
tion for a showdown at the
party congress on 31 October,
The leadership is likely to
seek to avoid an open break,
however, since expulsion of
Larsen, the party's most popu-
lar figure, could at the next
election deprive it of its six
seats in the 179-member parlia-
ment.

Larsen widened the rift in
the 12,000-member Danish party
by his August memorandum sup-
porting certain points in the
Yugoslav party program., He at-
tributed the steady decline of
the Communist parties in West-
ern Europe to an excessive de-
pendence on Moscow and an un-
critical acceptance of every
action of the Soviet party,

The executive committee, domi-
nated by the hard-core group,
issued a reply through the of-
ficial party organ in effect
branding Larsen a traitor. The
USSR supports the more orthodox
faction, and in a recent Pravda
article accused Larsen of rve—
visionism,

At the moment, attempts
to reconcile the two factions
appear likely to fail, and the
minority Titoist group may

either defect or be expelled
from the party. A spokesman

for the orthodox group has also
indicated it would not abide

by a majority decision favorable
to the Larsen faction, and he
implied that his group would
break away if this occurred.
Larsen reportedly has gained
ground among rank-and-file mem-~
bers in recent weeks, but his
chances of remaining chairman
are uncertain, since some three
fourths of the 200 district
leaders responsible for appoint-
ing congress delegates support
the orthodox group.

Last week Larsen was dropped

as head of the party's pir-
liamentary group, and on

October he was temporarily ''sus-
pended"” from all party activity.
The leaders of the orthodox

group may, however, seek to avoid
an open break and instead attempt

to retain him as a controlled
figurehead. He is the most
popular figure in the party and
the only one who gained his
parliamentary seat by direct
election in the 1957 vote,
Under Denmark's system of modi-

fied proportional representation,

the votes for the other five
Communist deputies could be
counted only after Larsen had
won election directly., If ex-
pelled, he would be likely to
form a party of "national"
Communists, which would also
receive the support of the siz-
able body of fellow travelers
who have become disillusioned
with the DKP,

ARGENTINA WEIGHS PETROLEUM PROPOSALS

Since President Frondizi's
announcement last July of a
petroleum policy emphasizing
the need for foreign credit and
investment on a contract rather
than a concession basis, Argen-
tina has received numerous

N

Western offers, mainly from

US companies, as well as several
from the Soviet bloc. Completed
contracts total more than $200, -
000,000 with American firms,
$70,000,000 with a French group,
and $150,000,000 with a German
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company whose commitment is
contingent on an American con-
tract for $700,000,000 report-
edly near conclusion. An Argen-
tine mission is in Moscow dis-
cussing the USSR's offer to
supply $100,000,000 worth of

oll equipment on low-interest
credit,

Frondizi's target is to
triple current annual produc-
tion of about 34,000,000 bar-
rels by 1962, thereby reducing
costly fuel imports--$317,000, -
000 in 1957--and possibly de-
veloping a new export. Domes -
tic crude production now sup-
plies only about 37 percent of
the country‘'s present demand,
and consumption is growing
more rapidly than production.

To counter nationalist ob-
jections.to the participation
of foreign companies in oil
development--an issue usdd
against Peron--Frondizi has con-
tinued to stress the inadequacy
of production within the frame-
work of Argentina‘’s critical
financial situation and the
consequent limitation of in-
dustrial development. He also
proposed a petroleum law which
would nationalize petroleum
operations. The bill has been
passed by the Senate and is
before the Chamber of Deputies

in the current special session
of Congress., A recent public
opinion poll indicated strong
Support for Frondizi's oil pol-
icy, despite some criticism of
the lack of public bidding for
the recent contracts.

The contracts vary as to
type, size, and duration. Some
are to provide only services,
such as repair, while others
require the private firms to
assume a large share of the -
risk. The $700,000,000 Ameri-
can proposal even includes a
$90,000,000 credit for supplying
oil imports. A British pro-
posal, one of several still con-
firmed only by a letter of in-
tent, would extend $140,000,000
in credit for electric power
and other industries as well as
petroleum.

The Argentine negotiations
in Moscow have received little
publicity, although one press
dispatch quoted Argentine offi-
cials as stating that the Soviet
credit offer was "as much of a
headache as a boon," especially
since the Argentine o0il fields
are patterned on American or
British standards. These consid-
erations and the large Western
offers may lessen Argentine in-
terest in fully utilizing the
Soviet credit.
(Concurred in

by ORR) 25X1

IMPLICATIONS OF THE BOLIVIAN REBELLION

The moderate government
of President Siles put down an
uprising of the rightist Boliv-
lani Socialist Falange (FSB) on
21 October with few casualties
and decreed a state of modified
martial law. Rightist plotting
is endemic in Bolivia and some-
times serves to unify the clash-
ing left and moderate wings of
the government party. The rift
between the two wings is now
unusually deep, however, and

the mobilization of the vola-
tile civilian militias to pre-~
serve order could result in
intraparty violence.

The coup attempt was prob-
ably precipitated by government
allegations of FSB subversive
plotting and a congressional
recommendation on 20 October
that the President take steps
to preserve public order. FSB
deputies objected violently
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that this resolution was tanta-
mount to asking the executive
to declare a state of siege and
left the chdmber.

At the present time, the
government must implement new
and stringent economic stabili-
zation measures if it is to re-
ceive new foreign credits to
rectify its Central Bank -.ac-
count, overdrawn by $600, 000
as of 17 October. The left
wing of the Nationalist Revolu-
tionary Movement, the government

party, opposes some of the re-
quired measures. A definitive
split in the government party
would be likely to result in
considerable violence since most
of the army and police incline
toward the moderate wing of the
party,while most civilian militia
favor the left wing.

At the present time, the
personal animosity between left-
wing leader Juan Lechin and
President Siles, who leads the
moderates, threatens to combine
with ideological differences to
make the two factions irrecon-
cilable. On 21 October, Lechin
publicly blamed Siles' compla-
cency for the coup attempt.
Under these circumstances the
present mobilization of both
the party and the workers'
militias in La Paz could
result in new violence.

25X1

THE CUBAN GENERAL ELECTIONS

President Batista seems
determined to hold Cuba's elec-
tions on 3 November despite in-
creased efforts by Fidel Castro's
rebels to prevent them. The
generally anticipated victory
of the government-sponsored
presidential candidate will .
leave Cuba still confronted with
the same political tensions
which have kept it in civil war
for two years.

The three nongovernment
parties presenting presidential
and congressional candidates are
incapable of challenging Batis-
ta's strong political machine
and have attracted little at-
tention outside Havana. The
general public has been apathet-
ic to the political campaigning.

Rebel leader Castro has
vowed to disrupt the elections

as well as to keep fighting any
government not acceptable to
him.  Accordingly, revolutionary
activity--now reported in five
of Cuba's six provinces--has
spread, and terrorism and
counterterrorism have heightened
tension throughout the island.
Castro already is capable of
disrupting the electoral process
in rebel-dominated Oriente--
Cuba's largest, most populous,
and agriculturally most important
province--and hag recently at-
tempted to secure enough of a
foothold in other provinces to
hinder elections. Two of the
nongovernment candidates re-
portedly have requested Batista
to cancel elections in southern
Oriente and in three lLas Villas
municipalities where rebel ele-
ments exert control. Rebel
bands have been attacking polling
Stations and have sabotaged
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transportation and
tions,

Castro has publicly threat-
ened death or capture for can-
didates who do not withdraw
from the race by 30 October,
and at least three candidates
have already been killed. There
are indications that the rebel
movement may be planning some
major action before or during
the elections, and there are
rumors that another general
strike attempt has been set for
27 October. However, previous
efforts to spark a nationwide
uprising against the government

have failed. The rebels are
known to be fitting out B-26's
in southern Mexico and possibly
other planes elsewhere, but the
aircraft may be intended for de-
livering supplies to the Castro
forces rather than for combat
operations,

) The government is stiffen-
ing its defenses to prevent
widespread disorders on elec-
tion day. Constitutional
guarantees remain suspended,
and many polling places might
have to be established under
military supervision. The gov-
ernment would thus be open to

charges of rigging the Wote.

25X1

PROBLEMS OF THE NEW REGIME IN PAKISTAN

The new Pakistani regime
established on 7 October by
President Mirza and General
Ayub Khan has stabilized the
internal political situation
and has experienced little
difficulty in consolidating its
position, but now is facing
major administrative and eco-
nomic problems. While both
leaders continue to voice their
intention to make "sweeping"
reforms, reorganization of the

government bureaucracy and im-
plementation of new policies
apparently has been slowed by
confusion and lack of direction.
Evidence of competition between
Mirza and Ayub is growing.

In separate statements to
the press, Mirza and Ayub have
outlined the major points in
their program to "clean up the
mess'" in Pakistan, Land re-
form, increased food production,
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financial solvency, population
control, refugee settlement,
and overhauling of the educa-
tional and legal systems are
the regime's goals. No specific
proposal for action has been
made, however. The public
favor which the martial law
administration enjoyed in its
first two weeks appears to be
waning somewhat as prices rise
to their former lievel and
shortages of essential commodi-
ties occur.

‘Meanwhile, 'a policy vacuum
is hindering the effective oper-
ation of the government depart-
ments. Civil servants now in
charge of ministries, accus-
tomed to carrying out instruc-
tions rather than formulating
policy, have shown a lack of
initiative in assuming respons-
ibility. The necessary reform
measures probably cannot be im-
plemented until highly quali-
fied individuals are appointed

at the top 1level to run
the ministries.

Mirza is continuing his 25X1
effort to organize a national 25X1

advisory council to perform this
function, |

Speculation over a possible
rift between Mirza and Ayub has
been stimulated by the fact that
their statements often appear to
be at wvariance. Moreover, as
administrator of martial law,
Ayub has been taking a far more
active role than Mirza. While
both men have tried to dispel ru-
mors of differences, a sense of
rivalry is evident.

25X1

25X1

NEW BURMESE GOVERNMENT TO PBRESS FIGHT AGAINST INSURGENTS

The primary goal of Gener-
al Ne Win's nonpartisan govern-
ment, which will take office on
28 October, will be the return
of a non-Communist parliament
in elections now scheduled for
next April, The new govern-
ment is expected to place in-
creased emphasis on the elimi-
nation of insurgency. Eight
highly respected senior mem-
bers of Burma's judiciary, civ-
il service, and Rangoon Univer-
sity faculty, together with
five political leaders from the
ethnically non-Burman states
who are selected by the State
Councils, will head the 30
cabinet ministries now desig-
nated within the government,

Ne Win has placated the
ethnic minorities who are not

otherwise assured of cabinet
representation., U Chit Thoung,
government chemist, represents
the Mons, whose insurgent fac-
tion recently surrendered, and
U Kar, Rangoon University lec-
turer in philosophy, is a Bur-
mese Moslem of Indian extrac-
tion and can thus represent
both the Indian and the Paki--
‘stani minorities of Burma.

The incoming government
hopes to elimirate the Commu-
nist insurgents before the elec-
tions are held. Simultaneous
with the announcement of the
cabinet on 14 October, the out-
going premier, U Nu, "stated
that. the generous  :amnesty
offer now in effect will be
withdrawn on 31 October, Bur-
mese Army spokesméen have exerted
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heavy pressure for the immedi-
ate delivery of promised Ameri-
can military equipment for use
during the dry-season military
campaign . from the preseént
through April. In an address
on 20 October to the commanding

officers of the Burmese armed
forces, Premier Nu formally
reminded the army that failure
to restore law and order with-
in six months could deal a
"fatal blow" to the country's

future democracy and independ-
ence.\ 25X1

POLITICAL DEVELOPMENTS IN THAILAND

The ruling Thai military
group, under Marshal Sarit, on
20 October dissolved the Nax
tional Assembly and suspended
the constitution., The group
established a '"revolutionary
council," presided over by
Sarit. He will rule through
a "transitional" cabinet, pend-
ing the drafting of a new con-
stitution providing for a
stronger executive and greatly
reducing the influence of elec-
ted members of the legislature.
All political parties have
been abolished., These actions
closely followed Sarit's re-
turn from the United Kingdom.

Since it overthrew the
Phibun regime in September
1957, the Sarit group had
great difficulty providing ef-
fective government., Sarit's
poor health had been a major
factor behind governmental in-
decisiveness, but his regime
was also hampered by theeléct-
2d. civilian assemblymen with
whom the military felt it nec-
essary to work to meet consti-
tutional requirements. These
civilian elements were a con-
tinual source of discord and
allegedly became increasingly
insistent in their demands for
money and other favors., A
number of them were leftists
whose appeals for a neutralist
foreign policy and closer re-
lations with Communist China
blurred the image of Thailand
Sarit wished to present to the
West,

The "revolutionary council"
pPlaced great emphasis in its
communiqués on the threat of
Communism, and a roundup of
suspected Thai and Chinese Com-
munists has been started. In
addition, 15 pro-Communist and
extreme left-wing daily .and"
weekly newspapers have beexd closed
down, including three extreme
leftist Thai-language newspa:-
bers, The latter in particular
had  seriously  complic¢ated

SARIT

el

Sarit's relations with the West.
While. the "anti-Communist"
crackdown is largely window
dressing to justify the drastic
action Sarit has taken, it will
in any event set back the Com-
munists in their attempts to
create a ground-'swell of public
opinion in favor of closer ties
with the bloc,

SECRET

PART II

NOTES AND COMMENTS

Page 17  of 19

Approved For Release 2007/10/23 : CIA-RDP79-00927A001900100001-1



25X6

25X1

Approved For Release 2007/10/23 : CIA-RDP79-00927A001900100001-1

-’

P

~ SECRET ~

CURRENT INTELLIGENCE WEEKLY SUMMARY

23 October 1958

Sarit appears to have ta-
ken advantage of the present
extraordinary situation to
bring the faction of the ruling
group led by General Prapat,
who had been interior minister
in the outgoing Thanom govern-
ment, under more adequate con-
trol, Just before Sarit's re-
turn, there were persistent
rumors of serious discord with-

25X6

excluded from the quadrumvir- .
ate which heads the "revolu-
tionary council.” He now ap-
parently ranks number five in
the ruling hierarchy. He had
previously been considered
almost on a par with Thanom.

in the ruling clique. \

‘25X1

JAPANESE - SOUTH KOREAN NEGOTIATIONS

Prospects that Japan and
South Korea might normalize their |
relations have been dimmed by
a new South Korean threat to
suspend negotiations because
of Tokyo's refusal to recognl.ze {
the "Rhee Line'" as the limit of |
Korean territorial waters. '
Seoul's chief negotiator has '
publicly accused the Japanese ’
of "insincerity" and asserted

South Korea, in enforcing its
claims, resumes large-scale
seizures of Japanese fishing
vessels, there would probablb
he demands in Tokyo for armed
protection,

Minister Yu Tae-ha, recent-
ly elevated to head the Koran
mission in Tokyo, issued the|
latest threat following a Japa-. .
nese statement tha
unilateral control| by

EAST CHINA

one country of an area
on the high seas i
not recognized in in-
ternational law or
practice. Tokyo pfo—
posed, however, that
a joint committee be
established to fix:
zones in which trail-
ing would be prohibited
until a fishery survey
is conducted and cdn-
servation measures |
developed, i
Negotiations Qe-
tween the countries
were resumed on 15
April after a break of
four and one half years.
While progress was slow,

that "any violation of the line
will be dealt with severely."
The Korean outburst has angered
Japanese officials and may cause
them to abandon their concilia-
tory position in the talks. If

agreement had been
reached on procedural matters
and the release of certain de-
tainees on each side, thus apm~
parently clearing the way for
substantive negotiations. Con-
trary to Japanese official belief,
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Seoul denies that Minister Yu's
threat to suspend the talks
was ordered by President Rhee.

Prime Minister Kishi is
anxious to avoid complete sus-
pension of the talks. The
Japanese Socialists could use
a suspension to criticize Ki- -
shi's foreign police in general,

|
and in particular his alleged
failure to persuade the United
States to exercise a moderat ng
influence on the South Korean
Government. A continued stale-
mate also would increase Japanese
public pressure for repatriation,
over Seoul's objections, of sev-
eral thousand Koreans in Japan
who desire to go to North Korea.

25X1 |
i
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PART III

PATTERNS AND PERSPECTIVES

ECONOMIC PROGRESS IN INDIA AND COMMUNIST CHINA

A comparison of the pace
of economic development in India
and Communist China in recent
years indicates that China is
advancing much faster than India,
despite substantial Indian prog-
ress. Industrial production
rose faster in China, while
agricultural output increased
more rapidly in India. The dif-
ference in rates of economic
growth in the two countries
probably will remain at least
as large during the next few
years; India has reduced the
goals of its Second Five-Year
Plan (1956-61), while China
probably will be able to sur-
pass the more ambitious goals
of its Second Five-Year Plan
(1958-62) .

Basic Factors

In any economic competi-
tion with India, Communist China
has several inherent advantages.

\ China's

rainfall is more dependable

than India‘'s monsoons, Although
both countries have the basic
resources necessary for indus-
trial development, India's po-
sition is not as favorable as
China's regarding nonferrous
metals.

India's 14 official

languages, none of which is
spoken by a majority of the
people, in addition to pre-
senting numerous administra-
tive problems are a serious
threat to national unity. The
various Chinese dialects are
written the same throughout

i
the country despite the differ-
ences in pronunciation; they

present a much less serious
handicap.

India's sole apparent a#—
vantage is in its lower rate |of
population growth, and that may
prove to be only temporary. |
China's annual rate of popula-
tion increase, which was I to 1.5
ted

percent 'in 1950-52, is esti

223 0CT.1958 81010-4
to have risen to 2.4 percent in
1957. India's rate of popula-

tion increase, which was 1.2b
percent annually in the 1940's
is estimated to have risen to
1.8 percent in 1957. While

India's rate of population
growth probably will amount to
over 2 percent in the early
1960's, it may not reach the!
Chinese rate until the middle
or late 1960's.
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Economic Planning

India instituted its First
Five-Year Plan in April 1951,
and China's began in January
1953, Data concerning economic
developmént of China during the
five years of its first plan
and that of India during the
last four years of its first
plan and the first year of its
second plan--April 1952 to
Ap¥ril 1957--provide a basis
for comparison of the two econ-
omies for nearly similar peri-
ods .

DISTRIBUTION OF ACTUAL GOVERNMENT INVESTMENT EXPENDITURES
‘ DURING FIRST FIVE-YEAR PLANS ‘

while China was able to concen-
trate on industrialization dur-
ing its first plan, India‘'s
Jow level of agriculture pro-
duction required major emphagis
in that field.

In the transportation field,

India has a decided advantage.
With an area only 34 percent

that of China, India in 1952  had

33,921 miles of railways, com-
pared with only 15,057 miles
in China. Railway equipment
was in about the same propor
tion.

 CHINA

INDIA .

GOVERNMENT [RVESTMENT AMOUNTS TO ABOUT TWO THIRDS i
OF TOTAL INVESTMENT IN INDIA AND FOUR FIFTHS IN CHINA.

81010-B

China's 1952 agricultural
production, on both an absolute
and a per capita basis, was
much higher than India's. This
was partly the result of more
adequate rainfall in China, but
the principal factor was the
use of better farming prac-
tices. -In India, for example,
most animal manure is dried and
burned as fuel, whereas in Chi-
na it is generally used for
fertilizer.

Industrial production was
very low in both countries, and
each*had a considerable poten-
tial for expansion, However,

PART II1I

———SOCIAL SERVICES

TRANSPORTATION AND
COMMUNICATIONS

AGRICULTURE

PATTERNS AND PERSPECTIVES

- INDUSTRY
C19.3%

AGRICULTURE
33.9%

23 ‘OCTOBER 1938

Gross National Product

Gross national product
(GNP), as measured by Chinese
and Indian prices, has been
growing by 7.5 percent a year
in China compared with 3.9 per-
cent in India. These figure;

's

considerably exaggerate Chin
rate of growth and somewhat un-
derstate India's, as Chinese
prices overstate the value o*
heavy industrdal goods--the
most rapidly growing sector |
of China's economy--in rela-|
tion to the prices of other !
products and Indian prices

|
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understate the value of India's
heavy industrial output, rela-
tive to the prices of other
Indian products. :

Corrected for these price
disparities, GNP probably in-
creased by about 6 percent for
China and slightly over 4 per-
cent for India. This would in-
dicate that China's GNP rose
from $31.7 billion (converted at
official exchange rates) in
1952 to $42.5 billion in 1957--

 'GROSS NATIONAL PRODUCT BY DISTRIBUTION

CHINA INDIA

CZZ] consumPTION

[ covernment . NET FOR. INVESTMENT

f':Since Ix1d1an and Chinese prices are much lower than US prices, the
figures derived by conversion at official exchange rates understate
“Indian and Chinese GNP, Estimated value at US prices would be

Y,iabout $40 billion and $68 billion respectively for 1957.
T aom0c -

about 34 percent--and India's
from $21.8 billion in 1951-52
to $26.8 billion in 1956-57--
about 23 percent. Per capita
GNP increased from $55 to $67
in China and from $60 to $69
in India, or by 22 and 14 per-
cent respectively. This com-
pares with an increse of 68
percent in Japan, where GNP in-
creased from $16.5 billion in

$21.8 BILLION

$26.8 BILLION

[__1GROSS DOM. INVESTMENT

1952 to $27.8 in 1957, and wbere
per capita GNP increased ‘by 69
percent,

The more rapid increase in
GNP in China stems primarily
from its ability as a totalitar-
ian state to restrain consump-
tion and thus to devote a larger
share of its total output to
investment, although it appears
also to have obtained a higher
return, probably because it de-
voted a larger part of its cap-

ital investments to
projects which went
into production qujick-
ly. During the first
plan China devoted| an
average of 17 percent
of its gross national
product to gross do-
mestic investment,
while Indian gross
domestic investment
. during its first plan
amounted to an average
of only 12.1 percent
of its gross national
product.

Industrial Production:

Concentration|on
industrialization en-
abled China to raise
the net value of its
industrial production
by 109 percent between
1952 and 1957, com
pared with an increase
of only 24 percent|in
India between 1951152
and 1956-57. Whil
it is clear that Chix
na's industrial pro«.
duction increased
much faster than In-
dia's, China's over-
valuation of heavy|
industrial goods accounts for
a sizable part of the differt
ence. Eliminating such over
valuation would result in:a=75 to
80 percent increase in the n t
value of China's industrial
production, !

23- OCTOBER 1958

Production of moét indus+
tridl products has increased|
more rapidly in China than in

SECRET

PART 1II

PATTERNS AND PERSPECTIVES

Page 3 of 19

" Approved For Release 2007/10/23 : CIA-RDP79-00927A001900100001-1 |



Approved For Release 2007/10/23 : CIA-RDP79-00927A001900100001-1

",d

SECRET

VJ

CURRENT INTELLIGENCE WEEKLY SUMMARY

23 October 1958

India. Between 1952
and 1957 Chinese pro-

Computed at Indian and Chinese prices)

NET VAI.UE OF INDUSTRIAL PRODUCTION

duction of chemical

fertilizers quadru=
pled, output of crude
steel tripled, and

7 H{cHINA 195241
" 1B0—{ INDIA 1951-2¢

output of crude oil,

80— ———

00 F———— e g e
00" e ™ -

electric power, ce-
ment, and :coal dou-

1}0777

bled. In contrast,
Indian production of

crude steel and coal

fﬁo’14_"_ T

——-3:;

increased by only 9 @%953
and 20 percent 're- ;
spectively. " India

made more impressive
progress -~although ,
still less than China -
--in raising produc-

tion of other commodi-

1304

Tpf——

120 CHiNA 19520100 |
2y /-{INDIA1951-2:100" |

1954

1955

1956

NET VALUE OF AGRlCUI.TURAI. PRODUCTION
~ (Computed at Indian and Chinese prices) N

1957

ties, Output of ce- L1 B
ment increased by 58 B [~ ai——
percent, crude oil L B ——

by 70 percent, elec-
tric power production
by 76 percent, and
chemical fertilizers
by 95 percent,.

81010 D

Peiping's most notable
achievement was the rapid de-
velopment of its machine build-
ing industry, which increased
its production by about 450
percent during China's first
plan. The industry now can
produce large-scale precision
machine tools, simple mining
and metallurgical processing
equipment, power station equip-
ment, trucks, aircraft, and
large locomotives. The indus-
try has reached the point where
it can satisfy between 70 and
80 percent of the machinery
requirements of the second plan.

India's machine building in-
dustry also developed rapidly,
with total production rising
about 250 percent between 1952
and 1957. The industry now can
produce precision machine tools,
locomotives, trucks, aircraft,
and some electrical, metallur-
gical, and mining equipment.
India will remain dependent on
foreign suppliers for most of
its complex machinery and some
of its simple machinery until
the heavy machine building com-
plex being developed goes into
production in the 1960's.

2953
" *HISCAL YEAR

1954

1955 1956 1957
23 Dcmeéﬂ 95‘3: 25X1
ESTIMATED INDUSTRIAL PRODUCTION .
CHINA INDIA . - 25X1
ves2 | ies7 | 1esz | wes7|
e e ons) | 1,349 (5,235 | 1,603 | 1,742 |
OAL metric tons) | 63.5 | 122.4 | 36.8 | 44.2
ool metric tons) | 26 | 67 | 3.6 [ 571
B o™ | 7.3 [ 19.0 | 7.4 | 130 | i
| Clnon: meteic tons) | 436 | 1,443 | 244 | 415
R oo ) | 502 | 1,359 | 247 | 4,507
Mhoe. metric tons) | 0 | 400 | 3.6 | 7.9
Clvow. motric toney | 194 | 800 | 2711 | 530 |
comon e (a7 | sow st o]
|FREGHTCARST ~T'5 792 | 6,000 | 7,500 [18,250]
TRUCKS o |7000| o [11,892]
PER CAPITA PRODUCTION -
e e 23 | 8.3 | 4.4 | 44
O rams) | 110.4 | 193.9 | 100.0 | 1115 |
e is) 45 |-106 | 98 | 14.4 |
B o - POWER. 12,7 | 300 | 200 | 32.8 ] ':
|comon extites | g | 79 | 147 [17.0 |
*Chinese ¢ars. producéd in 1957 were generally of about -
50-ton capacity; Indian cars are of about 22-ton capacity:
\ s 25X1
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Production of a few indus-
trial products has increased
more rapidly in India than in
China. The outstanding example
is thecoutput of refined petro-
leum products, which increased
by 1957 to over 17 times the
1952 level in India compared
with a rise of only 171 percent
in China for the same period.
The rapid rise in India resulted
from the construction, by West-
ern oil companies, of three new
refineries. In addition, the
production of transportation
equipment such as trucks, freight
cars, and locomotives expanded
more rapidly in India than in
China,

Agricultural Development

In contrast to the rates
of growth of industrial produc-
tion, the value of agricultural
cutput grew in the 1952.57 peri-
od by 19 percent in India com-
pared with 13 percent in China.
Since the price relationships
in agriculture are similar,
these figures are reasonably
accurate measures of the pro-
duction increases in the two
countries, Despite its much
smaller base, the total increase
in food-grain production was

' ESTIMATED AGRICULTURAL PRODUCTION

21,400,000 metric tons in India
compared with an increase og
only 13,000,000 metric tons |in-
China. This was partly offﬂet,
however, by the higher Chinese
output of tubers--largely
potatoes--which increased byl
4,000,000 metric tons in terims
of grain equivalents, while
India's very low production !
rose only slightly.

India's 3l-percent increase
in cotton: production was grEat-
er than China's 26 percent, put
production of tea and of sugar
cane and beets rose more rapﬁdly
in China. This was chiefly bhe-
cause Indian production was at
an extremely high level at the
beginning of the period. Dek
spite India's smaller populak
tion and more rapid advance,
per capita production of food-
stuffs--except sugar and teal-
remained higher in China tha
in India, although the diffe?-
ence had been narrowed. |

Transportation

Over three fourths of the
total freight carried by the;
Indian and Chinese transporta-
tion systems is carried by the
railways. Despite greater track-
age and a larger num-
ber of locomotives and
freight cars, Indian

calendar year basis.

81010F

it'begins the Ic)llow!ng ]gnuary.; Chinese production figures are on a

CHINA INDIA railways carry les
R T 1952 1957 1951-52 | 1956-57 than half the freight
‘ngueT%Nﬂ 150 163 62.7 84.1 transported by Chis+
o 14, o S
el 75 85 32 429 nese railways. India's
CWHEAT - =00 22 25 6.2 9.2 less impressive per-
- OTHER - o 53 53 245 32 formance results i
CTUBERS . 18 22 7 8 part from the stress
f@“%?*#“#} B B placed on safety cdn-
. et toris.) 82 125 2908 | 3023 sigirations ?ytits;
e o railway regulations,
AR CANE S BEEIS 76 125 61.6 68 i
;ﬁ&ﬁ&n@m) 1305 | 1640 677 884 Second Five-Year Plans
. PER CAPITA PRODUCTION India and Chida
OB GRAINE both have undertaken
Tlograms): - . & - 2609 | 2583 1719 2144 Second Five-Year Plans
SUGAR CANE & BEETS ] ] 168, 1716 calling for a continua-
Mellograms) - 132 19.8 89 tion of their rapi
‘India the crop year generally begins in July, although for a few products economic growth, hi-

na's plan (1958-62)|,
as originally formuilated
called “for.a gwéwm: h-

23 OCTOBER 1958- ']
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RAIL TRANSPORTATION
L ] DA crina
T 195152 1956-57 1952 ‘ 1957

"’5('!]:"-‘“)'” TRACK | 33,921 | 34, 144 15,057 IB,JM
: }octg)uunvu 8,572 9 563 3,313 3 850

fotg T CARS | 215,798 m m 5o 000 | 86 ooo

E m"{gg g{;g;"b 29.5 206 37. 41 3.6

; PER CAPITA _
:;g,;'m:;nm| so.v‘ wa.5| as.o{ m.sJ

i *The contrast between these figures is somewhat modified by the Iacl
~that the average capacity of Chinese freight cars--old and new-- is
“about 37 tons, whereas that of Indian freight cars is 22 tons,
aiowe - 23 OCTOBER 1958

rate of about 50 percent--meas-
ured in Chinese prices-zapproxi-
mately double that hopedifor by
India. Heavy industry is still
scheduled to receive primary
emphasis but with larger in-
vestments scheduled for agri-

culture,

India's plan (1956-61)
calls for a doubling of both
public and private investment
and places greater emphasis on
industry, particularly heavy
industry. It proposes that na-
tional output be raised 25 per-
cent, agricultural production
by 18 percent, industrial pro-
duction by 45 percent, and cap-
ital goods output by 150 per-
cent., Annual production of
crude steel is to increase from
1,700,000 to over 6,000,000
metric tons.

During the first year of
the second plan, production in
India rose more rapidly than
scheduled, but a severe drought
and a shortage of foreign ex-
change probably caused a small
decline in national output dur-
ing the second year. The short-
age of foreign exchange has
forced the government to reduce
the level-of planned expenditures

by nearly 20 percent. While
most reductions have been made
in the relatively unproductive
--for the short run--field of
social services, enough' have
been made in other areas to
make it unlikely that national
output will increase by much
more than 20 percent.

determined to push its economic
development even faster than|in
the past, began its Second F#ve—
Year Plan by launching an in+
tensive drive for a "giant 1éap
forward" in economic develop+
ment., While all of its ambis~
tious targets will not be met,
substantial. gains have been

made as a result of this driye

On the other hand, Chin;,

‘in the first three quarters ?f

the year. As a result, goals,
outlined in the 1957 version‘of
the plan are likely to be ov?r-
fulfilled and later versions of
the plan will probably raise|
the targets.

The greater rate of eco-
nomic growth likely to be at—
tained by China is particula ly
striking in view of the fact
that China is scheduled to re-
celve no new foreign aid during
its second plan, while India|lis
already assured of large-scale
assistance. China's repayment
of past debts and its foreig
aid grants to other countrie
scheduled for the second pla
period are estimated to be at
least $1 billion; remittance
from Overseas Chinese are un
likely to be more than $300, -
000,000. In addition, China:
probably does not have large|
enough foreign exchange rese#ves
with which to finance a signifi-
cant part of its plan.

India, on the other hand,
has already utilized almost
$1.2 billion of its foreign |
exchange reserves and has to
date received promises of at:
least $2.5 billion in foreign
assistance, which is to be made

~available during the second

plan period.

This situation is partially
offset, however, by the assured
market and:source China Has’

‘the: Séviet bloc for:its exports’
and :for” industrial equipment
imports and technical assist

To a significant extent, this
reduces China's foreign exchange
problem to one of mobilizing

nce,
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domestic resources. In con-
trast, India's exports must
compete in a competitive world
market and India is often un-
able to find buyers for its
products.

Outlook
China, at least in the

next few years and probably over
a longer period, will "win' the

race with India for economic
supremacy. There was never much
question that this would be the
case as far as total production
was concerned in view of China's
greater size. It also appears
likely that per capita prio-
duction will increase somewhat
faster in China than in India,
although much will depend upon
future rates of population growth.
Concurred in by ORR)

25X1

REVIEW OF SOVIET FORCED LABOR

By the end of 1957, im-
prisonment was being used in
the Soviet Union more as punish-
ment for criminal acts than as
an instrument of political re-
pression and economic exploita-
tion. The number of persons
in "corrective labor'" camps
has dropped sharply, since 1953,
and many camps have been closed
or converted to other use.

Background

The use of forced labor
as an instrument of political
and soclal control has been
sanctioned in Soviet penal codes
and Communist doctrine. At the
beginning of 1953, there were
several million prisoners in
forced labor camps throughout
the USSR, with the largest con-
centration in the far north and
far east. Prisoners were em-
ployed in a variety of enter-
prises, mainly in construction
and mining activities. The
forced-labor system was admin-
istered directly by the Ministry
of Internal Affairs (MVD),
which not only controlled the
prison labor force ‘but: ailso
managed the most important eco-
nomic enterprises, employing
such workers through subordi-
nate chief directorates organ-

camp system has
radical transformation sinc

series of
which resulted in a broad ad-
ministrative decentralization
of the police and the prison
systen.
camps were placed under the 31—
rect control of newly create
directorates of internal Affdairs

ized along industrial 1inesf
such as Dalstroi--Chief Director-

ate of Construction of the Far
North.'

The administration of the
undergone a

1953. Wwithin a few months a?—
ter Stalin's death, the MVD

was divested of all of its ex-

tensive entrepreneurial activi-
ties based on the use of forc¢ed
labor and of all responsibility

for administering the far-flung
system of "corrective labor"

camps.
assumed by the appropriate e

O=

Economic functions wgre
and the camps

nomic ministries,

were taken over by the Ministry

of Justice.

In 1954, however, the c#mps,

along with some lumbering and

agricultural enterprises, were
returned to the control of the
MVD.
MVD control over the camp sys-

Beginning in April 1956,

tem was weakened through a
reorganizations

All “forcéd-labor

N
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Forced-Labor Camps in the USSR., IQ@Q7

f a <,
o &
0

subordinate to oblast and kray
executive, committees and to
the ministries of internal af-
fairs in the republics.

It was decided in 1956 to
convert all "corrective labor
camps'"to "corrective labor
colonies," where the principal
emphasis would be on rehabili-
tating the prisoners and re-
turning them speedily to ci-
vilian life rather than on ex-
ploiting prison labor for eco-
nomic purposes. Under the new
system the prisoners are em-
ployed in prison workshops rath-
er than hired out to civilian
enterprises. The extent to
which the planned conversion is
being carried out is not known.

Scope of the decline

The number of persons in
"corrective labor" camps has
declined sharply over the past
five years. Several million
prisoners were freed as a re-
sult of six separate amnesties
issued between 1953 and 1957,
through the repatriation of
foreign prisoners, and through
a systematic review of individ-
ual cases.

The prison population
probably had dropped to less

X Economic regions
Number of forced-labor camps
(total: 321)

23 OCTOBER 1958

30174 .
than two million by the end of
1957, and may even have been
as low as a million. Along
with the freeing of prisoner%,
large numbers of camps have
been closed or converted to !
civilian use. Forced labor
still existed in 1956 in the
places that have long been fits
centers--Vorkuta, Karaganda, |
Irkutsk, Magadan, and Khabarpvsk
--but both the number of indi-.
vidual camps and the number pf
inmates had declined greatly;
These former centers are beihg
"rehabilitated'" through largE—
scale influxes of free workers.

‘ : 25X1

Prison labor has virtually
disappeared from the gold-mining
industry in the far east, where
it had long been almost the only
source of manpower. A substan-
tial decline in the use of forced
labor for mining nickel, coal,
tin, tungsten, and copper also
has taken place. The last ves-
tige of MVD activity in the .
timber industry was removed in
1956, indicating that little!or
no prison labor is employed
there, and the amount of prisgon
labor now employed in railroad
construction alsoc appears tojbe
negligible. Free labor is now
being used on the type of laﬁge-
scale development projects, such
as -the: hydroeleéctric .power =~
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projects at Bratsk, that would
have employed prison labor in
the past.

Reasons for Change

The change in Soviet poli-
cies with respect to forced la-
bor results from a number of
economic and pélitical factors.
About five or six years ago,
Soviet administrators evidently
became convinced that economic
progress in a modern industrial
state must depend on incentives
rather than on coercion, and
that therefore the huge prison
labor force was a serious drag
on over-all productivity. Ad-
ministrative costs were high,
and net output per prisoner
was probably very low. Prison-
ers lived and worked under
guards, most of whom were men
in the prime productive-age
groups and thus represented a
significant manpower diversion
from civilian employment.

In addition, there were
other costs peculiar to the use
of prison labor. Civilian en-
terprises and construction
projects employing prison labor
had to be surrounded by high
fences and equipped with guard
towers. Ex-prisoners report
that there was an "appalling"
indifference among the prison-
ers toward the materials and
equipment with which they

worked, and that sabotage of
machinery was an almost daily
occurrence.

There was little or no on-
the-job training, and the skills
a prisoner may have acquired be-
fore his arrest were seldom used.
Worker initiative was quite low.
The existence of large pools
of prison labor encouraged ad-
ministrators to undertake devel-
opmental projects that were eco-
nomically unsound, some of which
were dropped before completibn,
with an attendant waste of ma-
terials and investment funds|.

Even before 1953, Soviet
policymakers were becoming
aware of the liabilities the
forced labor system has for a
highly industrialized economy.
With the death of Stalin and the
subsequent removal of Beria, the
Communist leadership was able
to take steps to abandon the
0ld system. With no serious
threat to the security of the
state and its leaders and no
attempt to change the planned
character of the economic sys-
tem, the Soviet leadership has
felt able to permit the sweeping
transformations which have thken
place. Barring a change in
leadership, the alterations
of the penal system are
expected to continue along
recent 1lines Pre-

ared by ORR
P y ) 25X1

HOUSING IN EASTERN EUROPE

Inadequate housing in the
European satellites, perpetuated
by the Communist priority on
continuing rapid industrial
growth, is the basic factor in
the consumerns' low. living: stand-
ard .and. will be the most dif-
ficult for the regimes to remedy.

Urban housing in all satellites
except Czechoslovakia fails to
meet minimum health,require-
ments, and rural housing gen~
erally is as bad or worse. Dis-
content with housing, wide-
spread among the urban popula-
tion, is particularly acute in

SECRET

PART IIIX

PATTERNS AND PERSPECTIVES

Page 9 of 19

Approved For Release 2007/10/23 : CIA-RDP79-00927A001900100001-1



Approved For Release 2007/10/23 : CIA-RDP79-00927A001900100001-1

. -
~

SECRET

(

-~

CURRENT INTELLIGENCE WEEKLY BIMIIARY

23 October 1958

the Communist emphasis on rapid
industrial growth. Large post-
war increases in urban popula-
tions. added to the pressing prob-
lem in the cities, many of which
were damaged heavily in the war.

Urban housing programs un-
der the first long-term plans,
even though minimal to begin
with, in most instances were
underfulfilled., When projects .
regarded by the regimes as more',

Poland, where it is
also the most vocal.
Urb h 1 1 USSR AND EUROPEAN SATELLITES
B ulgarfa‘;‘“ coochorE '™ AVERAGE LIVING SPACE PER PERSON IN URBAN AREAS
slovakia, and East JANUARY 1958
Germany will not im-~ . (SQUARE FEET)
prove appreciably - 124
for the next few
years, and an even
further depression 4 | ___ 1 MINIMUM HEALTH STANDARD 97 SQ. FT.(8 SQ.METERS)
of the low level of - 87 86 ADOPTEDIN HOUSING CODES OF USSR AND BULGARIA
housing in Poland,
Rumania, and Hungary 73
is anticipated. Ru-
_ral housing will re- 54 54 52
main relatively the
same or will improve
only slightly. Only
a major reduction in
industrial expansion
would lead to im-
proved housing, but RO HUNGARY BULGARIA RUMAN
in none of the satel- ZECH, UMANIA
lite nations is sub- - EGERMANY POLAND vask
stantial construc- R —
tiOn even contem— 81021 23 OCTOBER 1958
plated until the 1960's, de~ ‘fell behind schedule, labor|and
spite present intensified hous- materlals were diverted fro
ing programs. construction of urban dwellrngs
to them. 1
Postwar Developments .
Under Communist rule, es-
In all satellites except sential repairs and maintenance
East Germany, housing had been of existing dwellings have been
unsatisfactory even before almost completely ignored, thus
World War II, and major housing accelerating losses of dwellings
problems existed throughout through deterioration. Moreée-
Europe as an aftermath of the over, the quality of residential
war. While West European coun- construction has been very oor,
tries are generally overcoming with the result that many post-
deficiencies through expanded war dwellings already are i
residential construction, hous- need of major repairs. Several
ing in the satellites has either years ago in Bulgaria the floor
remained inadequate or deterior- of a three-year-old buildin
ated further as a result of "collapsed under a group of con-

struction workers who were view-
ing a film on poor construction
methods.

As a result of regime ne-
glect, urban housing has de-
teriorated sharply in Bulgaria,
Hungary, Poland, and Rumani
There has also been a minor de-
cline in Czech housing despite
popular demands for improvenent.
In East Germany '‘housing remains
far below the prewar level, al-

important, such as factories, .| though large population losses
warehouses, and office buildings,j to the West have resulted in
Q\ . ‘
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a slight improvement in re-
cent years.

Present Conditions

The poor quality of dwell-
ings and lack of privacy result-
ing from overcrowding are prob-
lems daily impressed on city
dwellers. In all satellites
except Czechoslovakia, not only
does existing urban housing
not provide the standards
sought by the population, but
living space per person is less

1956
Szpilke (Warscw) 22 July 7956

than the amount required by
health standards. Several
European nations, including
the Soviet Union and Bulgaria,
have adopted in their housing
codes a standard of 97 square
feet per person, a figure es-
timated by 19th century Euro-
pean hygienists as the minimum
for good health.

Housing in Czechoslovakia
is superior to that elsewhere
in the bloc in terms of space,

privacy, and quality. Standards
demanded by the population are
very high, however, and complaints
that dwellings are too small' or
out of date are widespread. : The
average amount of living space
per person in urban areas is
about 124 square feet, yet only
30 percent of Czech families

are of a size that, by national
standards, should be housed in
the one- or two-room units which
comprise two thirds of all Czech
dwellings.

East Germany and Hungar
rank below Czechoslovakia bu
above the other satellites 1£
housing. Average living space
per urban resident in East Ger-
many has declined from 168 square
feet in 1939 to about 87 square
feet today, and almost the en-
tire population considers its
housing substandard. In Hun-
gary, overcrowding in urban
areas 1s universal. Although
most Hungarians hope for a maxi-
mum of two people per dwelling
room, the average today is 2.5,
and an estimated 20-25 percent
of urban families must share
dwellings with outsiders.

Poland has the most serious
housing problem of all the satel-
lites because of the great gap
between existing conditions and
the people's expectations, though
they are modest. Overcrowding
is general and severe, with an
average urban living space of
less than 75 square feet per
inhabitant. Sharing dwellings
is the rule for all except the
privileged class, as there are
140 families for every 100 units.
Tens of thousands of urban
families live in builldings which
even the government recognizes
as dangerous and unhealthy.

The poorest urban housing
is in Bulgaria and Rumania. In
both countries many, if not
most, city dwellers have less
than 49 square feet of living
space. Dwellings of very poor
quality are widely in use, and
the sharing of dwellings by
several families is almost uni-
versal.
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Throughout the satellites,
housing in rural areas is gen-
erally no:better and: sometimes
worse than that in urban areas.
However, because war damage to
rural dwellings was relatively
slight and because the popula-
tion in the countryside has not
increased, housing standards
have not declined as in the
cities. Peasants have been
able to provide for their modest
housing needs by their own ef-
forts, except in Poland where
even rural housing has declined
sharply since the Communist
take-over.

" Effects of Poor Housing

Substandard urban housing
is a major factor im labor prob-
lems among the satellites.
Poor housing reduces the pro-
ductivity and increases the
turnover of workers, especially
in expanding industrial centers.
Mining authorities in
Hungary, for example,
recognize that dur-
ing 1957 two thirds
of all coal miners
lived in housing de-
trimental to their
working efficiency.’
Moreover, a shortage
of dwellings aggraw:
vates :unemployment  and

CZECHOSLOVAKIA

peasants are less than those
of city dwellers.

Discontent is general
among doctors, engineers, and
other professional people, who
contrast present housing with
that which their class enjoyed
in prewar days. Most bitter
are the prewar bourgeois, who
receive the lowest housing
priorities. Discontent is also
acute among the young, who must
often delay marriage for lack
of housing and after marriage,
must frequently live apart or
with relatives in already
cramped quarters. Another
complication was noted by the
press in Poladd, which reported
that . a “divorced . couple, . .
while awaiting. separate ac-
¢ommodations;: :continued to:
live .in the samé ' room  so. .-
dong = that they . produced
another child.

CZECHOSLOVAKIA ,HUNGARY, POLAND
DWELLINGS NEEDED AND PLANNED
(YEARLY AVERAGE -~ THOUSAND DWELLINGS)

g Dwellings needed for substantial

A& improvement of housing by 1970 or 1975
Dwellings needed to prevent worsening
of housing problem (i.e. minimum need)

Dwellings planned (yearly averages for
current long-term plans)

labor immobility.

Not only unskilled
workers in industries
of secondary impor-
tance are affected,
but engineers, tech-

HUNGARY

nicians, and foremen
in essential induss: .

POLAND

tries as well. {arban only)

150,000|

Poor urban hous-
ing is a key factor
in arousing popular
antagonism toward the regimes
and their policy of rapid in-
dustiial expansion at the ex-
pense of consumer welfare. Com-
plaints against poor housing
have led to incidents, es-
pecially in Poland. Discon-
tent with rural housing also
exists but is much less, large-
ly because expectations of

81021 A
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Prospects

By 1956, satellite govern-
ments were seriously concerned
about the consequences of con-
tinued neglect of housing, and
the new long-term plans promised
considerably greater attention
to construction and repair. Yet
these plans will permit no
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appreciable improvement in ur-
ban housing anywhere and will
lead to a further decline in
Hungary, Poland, and Kumania.
The failure of the satellites
to plan any significant im-
provement in urban housing for
the next few years illustrates
the limitations of construction
resources in relation to the
magnitude of the housing prob-
lem and the continued forced
expansion of industry.

Although most satellites
.have promised dramatic improve-
ment by 1970 or 1975, only a
major reduction of the planned .
industrialization program would
release sufficient resources
for it. The rapid rate of
‘decay of existing urban hous-
ing, greatly aggravated by re-
gime neglect, is cumulative
and will become an increasingly
greater problen.

In sharp contrast to past
practices, the satellites have
recently begun assigning private
persons and cooperative groups
a greater share of housing con-
struction add maintenance.
While this measure may raise
total construction somewhat--
and incidentally will help
shift the blame for poor hous- .
ing from the regimes themselves
—~-1% :is 'not likely to have any
appreciable effect on the over-
all housing situation during
the next few years.

The revised 1956-60 hous-
ing program in Czechosloviakia,
if fulfilled, would prevent
further deterioration and al-
low some slight improvement.
An annual average of 66,000
dwellings is planned until
1960--all 'but 4,000 of which
are neaeded merely to maintain
present unsatisfactory levels.
To achieve substantially im-
proved housing by 1970, when
the housing problem is sup-

-gram to 1960.
«.new units a. year are needed to

posedly to be '"solved," at .
least 100,000 new units a yeamn:
would be needed.

Some quantitative improve-
ment in East German housing may
occur during the present -plan,
although the annual average goal
of 68,000 new dwellings probably
will not be met. However, only
if the goal promised for the’
years following 1960 is achieved
~--100,000 annually--will real
progress toward regaining the
prevwar level of housing be pos-
sible.

Housing in Hungary will
continue to decline at least
until 1961, and the problem will
remain critical for many more
years to come. Austerity fol-
lowing the 1956 uprising led to
a cutback in the housing pro-
Although 50,000

brevent a further decline, and
twice that many to bring sub-

stantial improvement in stand-
ards, only 37,000 will be built
annually from 1958 to 1960. )

Prospects for housing are
bleak in Poland, which will be
plagued by critical conditions
for decades. Only 96,000 urban
dwellings a year are promised
under the present Five-Year
Plan (1956-60), and this goal
is likely to be somewhat under-
fulfilled. Some 150,000 units
are needed annually--even more,
if conditions: are to be improved.

Critical conditions will
prevail in Rumania indefinitely.
To prevent still lower stand-
ards, a minimum of 40,000 dwell-
ings a year is needed, whereas:
only 23,000 are planned for the"
period up to 1960. Although
some progress in urban housing
will be made in Bulgaria dur-
ing the present five-year plan,
extremely poor housing standards
will also persist there.

25X1
(Prepared by OR;;
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ECONOMIC CONDITIONS IN GREECE

Greek foreign exchange
holdings bhave decreased seri-
ously since the beginning of
1957. A continuing decline
could lead to a loss of con-
fidence in the currency and a
return to the chaotic conditions
which prevailed before the ’
gtabilization program was bhe~
gun in 1952, The Karamanlis
government, which has taken
some long-term remedial actions,
may be threatened by economic
instability before its unpopular
measures involving financial
réstrictions ‘become-efféctive.

Basic Instability

The Greek economy, despite
some progress since 1952, has
failed to eliminate its basic
weaknesses--serious underemploy-
meat, unemployment, and :a' uneconomic
pattern of landholding,.: Abont
one million people are upder-
employed in agriculture and
150,000 to 200,000 are un-

EECE

INDEXES OF INDUSTRIAI; PRODUCTION
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employed in urban areas, af-~
fecting over 25 percent of the

. labor force. Over two thirds

of the family farms are less
than 12 acres and usually in
widely separated plots. Polit-
ical pressures by Greek farmers
have led to substantial govern-
ment~-supported price increases
for farm products, and the rise
in farm purchasing power in

“turn has caused an increasingly

heavy demand for imports.

- 8ince 1952 Greece has
made significant economic
progress, and the gross national
product (GNP) has risen sub~
stantially, achieving a claimed
increase of 9.5 percent in 1957
over 1956. In 1958, however,
estimated growth 1n ‘real terms
was'only about 5.5 percent.

. 'This slowing,down in economic
.growth, coupled with increasing

inflation and dangerously low
foreign exchange reserves, may
faorce the government to in-
stitute unpopular
restrictive measures
to avoid a financial
crisis.

Despite a pressing
need to solve the )
stablility problem, tbe
government apparently
remains overly re-
sponsive to political
pressures in its in-
vestment program, The

. three most productive
economic sectors—-
agriculture, manufac-
turing, and the power
industry--received only
32.6 percent of in-~ -
vestment in total" fixed
assets in 1956 and only
30.6 percent in 1957,
while housing claimed .
45.8 percent of all in-
vestment in 1956 and
43.8 in 1957, The in-
flationary effect of
these and other govern-
ment programs is large-
ly responsible for the
steady increase in
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the money supply and
the concomitant’ ,in-
flation,

Foreign Exchangg
Problem

Foreign exchange
reserves, which to- - 0
taled $213,000,000
at the beginning of
1957, are expected
by the end of 1958
to fall to about
$140,000,000--suffi-
cient for only three
months' imports and
substantially below
the "safe" level of
about $180,000,000,

. GREECE: BALANCE OF PAYMENTS

MILLIONS OF DOLLARS

CHANGES IN GOLD AND
HARD-CURRENCY ASSETS

(INCREASE)

(DECREASE) [

1956 1957 195851

INVISIBLE EARNINGS

236 240

OTHER

EMIGRANT REMITTANCE

SHIPPING
TOURISM B

1955 1956 1957

TRADE BALANCE

B \MPORTS
X PORTS

e

T TIDEFICIT

1958k

Thus far, how-
ever, the impact of
this development has
not been felt in the
domestic economy,

The confidence
of the Greek popula- sws
tion in its currency is a
relatively recent innovation.
Characteristically, and espec=-
ially since World War II, the
country has been subject to
violent currency fluctuations
which conditioned the public
t6 hoard gold and other "real
assets" and to accept periodic
flights of capital as a fact
of economic life., The drastic
currency devaluation of 1953
and. the resultant surface
stability caused a marked in-
crease in savings deposits-—-
from about $19,000,000 in 1953,
to over $180,000,000 by Febru-
ary 1958, :

Since public confidence in
the drachma is not ingrained,
the government is reluctant to

1956 21957 19581

‘ 230CTOBER 1958
take any meéeasures which might .
imply a’weakening of the cur=-
rency, hoping thereby to avoid
precipitating a massive with-
drawal of funds from banks,
Athens construes such measures
to include those relatively
harsh moves necessary to pro-
tect the balance of payments
from further deterioration.

Balance Qf Payments

Even under favorable con-
ditions, Greek exports rarely
cover half the cost of imports,
and the country relies heavily
on invisible earnings, chiefly
emigrant remittances, income
from transportation and ship-
ping, and, more recently, tour-
ist receipts. This year, it is
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estimated that total Greek ex-
ports will be only $230,000,000,
while imports will reach a rec~
ord $515,000,000. The expected
$240,000,000 in invisible earn-
ings thus would still not close
the gap. '

Imports have risen stead-
ily in the last three years and
this year will probably be about
47 percent higher than in 1955.
Exports have also increased, but
by only 11 percent. Invisible
earnings have risen constantly
-~=up 56 percent over 1955~~ but
have failed to keep pace with
the growing deficit in the bal~
ance of trade. American aid
has provided a large measure of
balance, but reduced aid utili-
zation this year, coupled with
a record level of imports, will
result in a further loss of
foreign exchange reserves.

Restri¢tive Measures

In an effort to halt the
loss of foreign exchange, the
Karamanlis government has adopt~
ed a number of relatively modest
restrictive measures. Taxes
have been levied on a number
of nonessential imports, but
the value of these items is less
than $70,000,000, Credit facil-
ities for a wide range of im-
ported commodities have been
tightened, as has over-all bank
credit. According to the Greek
Government, these moves will
not save any foreign exchange

this year, and there might even
be a small additional loss be-
cause of tightening foreign
credit. Next year, however,
Athens expects savings resulting
from these restrictions to total
$18,000,000 to $20,000,000,
These savings, nevertheless, do
not appear adequate to stem a
further loss in foreign exchange
reserves,

Prosgects

The Greek Government has
taken several measures to in-
crease production, stimulate
foreign investment, and generally
provide the means for increasing
exports, but these are essentially
long-term moves and not likely
measurably to affect the present
foreign exchange crisis. These
measures seem inadequate, but
Athens evidently believes that
further restrictive measures
would signal a return to the
economic instability of earlier
postwar years.

In any event, the present
low level 6f foreign exchange
holdings cannot long be main-
tained without risking a serious
loss of confidence. Greece is
seeking increased American aid
aimed in part at the foreign
exchange problem, and may also
resort to foreign borrowing. It
may also attempt to increase
barter trade with the Soviet bloc
in an effort to save scarce cur-
rency. \
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ANNEX

SINO-SOVIET BLOC ACTIVITIES IN ITALY

1. General Bloc Policy:
The Sino=-Soviet bloc's policy
toward Italy is directed at
weakening Italy's political and
military ties with its NATO
partners, disrupting its
participation in integrated
European economic organizations,
and encouraging "independent"
Italian policies which would
allow de facto cooperation with
Moscow on specific issues. The
USSR wants and supports a strong
Italian Communist party.

2, Bloc leaders have made
little progress to date in
achieving these goals because
of the succession of strongly
pro-Western Italian governments
and the improved economic con-
ditions resulting in part from
American aid, During the past
six months, Moscow revived the
prospect of a friendship and
peace treaty, which would
eliminate continuing irritating
issues in Italian-Soviet rela-
tions~~such as reparations and
missing prisoners of war. There
have " been  relatively  few
major political moves by which
the USSR could hope to maneuver
Italy into adopting a position
more independent of the Western
alliance, Italy accepted Ameri-
can missile bases in September
despite Albanian, Bulgarian,
and Soviet threats to retaliate
by establishing missile bases
in Eastern Europe.

3. Diplomatic Activity:
The Soviet Union and all
European satellites except East
Germany have full diplomatic
relations with Italy. Italy's
official contacts with East
Germany and Communist China are
limited to commercial trans-
actions covered by quasi- "
official trade and financial
agreements. Communist missions

in Rome are staffed by approx-

imately 330 bloc nationals, of

whom slightly more than a third
are Soviet,

4. Economic Activity:
During the Tirst half of {958
the value of total Italian =~
Soviet bloc trade dropped
slightly, constituting about
4 percent of Italy's exports
and 3 percent of its imports,

In 1957 Italy's imports from the
bloc had increased 34 percent
over 1956 and its exports 43
percent; total trade was approx-
imately $228,000,000, This
sharp increase paralleled the
growth of Italy's world trade.
It was influenced also by the
need to import bloc petroleum
during the Middle East crisis,
and this in turn had stimulated
Italian exports,

5. The USSR is, to a marked
degree, Italy's chief bloc
trading partmer., Most of the
remaining trade within the bloc
is well' distributed. -A four-year
Italian-Soviet trade agreement
was signed in December 1957,
calling for a trade turnover of
$122,000,000 between the two
during 1958, The agreement con-
tains a "multilateral lire"
payments system which, if it
works, will give Italy more
freedom of action in dealing
with the USSR, Although Italian
officials have claimed that
adherence to East-West trade
controls cost the country $100,-~
000,000 to $200,000,000 in the
tong~term agreement, it is doubt-
ful that restrictions actually
had such a pronounced effect.
Italian trade with the bloc, like
that of most industrialized
states, has been limited by
bloc failure to furnish Italy
with acceptable import goods.
Italy's imports include items
which are vital to the economy,
but there is no great depend-
ence on the bloc as the sole or
major supplier of these items.
Soviet ‘interest in trade
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expansion is indicated by higher
bloc participation in Italian
trade fairs than any others

in Western Europe during the
first half of 1958,

6. Cultural and Propaganda
Activities! The number of del-
egations exchanged between
Italy and the bloc rose to a
half~yearly total of 76 in
June 1958--one third more than
during the comparable period in
1957. The emphasis during 1958
bas been on professional groups
and artistic delegatioas.

7. A Soviet-Italian
Friendship Society was formed
in Moscow on 7 February as one
of a number of such bilateral
societies formed in the USSR
to pursue cultural diplomacy
more thoroughly than did the
old All-Union Society for
Cultural Relations Abroad
(VOKS) . In Italy itself, front
groups and sympathizers main-
tain approximately 11 cultural,
professional, and friendship
societies promoting relations
with the bloc, and these have
about 34 major branches, In
addition, hundreds of local or-
ganizations exist down to the
village level,

8. Bloc propaganda broad-
casts in Italian to Western
Europe currently total about
120 hours a week--28 hours by
Soviet transmitters and the
balance by East European,
latter includes the quasi-
clandestine "Today in Italy,"
which is the Communist home
service for Italy emanating from
Prague., This is extensively
jammed by Italy in the Rome
area. At the end of 1957,
Italian-language broadcasts

The

totaled about 114 hours per
week,

9., The bloc has made
little effort to turn out Ital-
ian versions of its internation-
al journals or propaganda maga-
zines, although these circulate
in Italy in other languages.
However, the new international

Communist journal, Problems of
Peace and Socialism, is pub-
lished in an Italian edition.

10. Subversive Activities:
The ftalian Communist party
(PCI), witn an estimated member~
ship of 1,500,000, remains the
largest Communist party outside
the bloc and one of the largest
in the world. Although its mem-
bership has declined from the
slightly more than 2,000,000
claimed as late as December
1956, the party held its voting
strength with over one fifth of
the electorate between the 1953
and 1958 elections. At the same
time, the Communists have been
unable to prevent passage of
government measures such as the
Treaty for Western European
Union, Since the rupture of the
unity-of-action pact in 1956
and the increasing independence
of the Nenni Socialists, the
Communisi deputies have found
themselves isolated on measures
such as EURATOM,.

11, Furthermore, the party
leadership is divided and the
lower strata confused and
apathetic in the wake of de-~
Stalinization and Soviet inter-
vention in Hungary, Important
personalities such as Senator
Eugenio Reale, a party chief
during the war and later in
charge of the party's foreign
trude operations, have defected.
Ailing party chief Palmiro
Togliatti has hewed to the in-
ternational Communist party line
since he clashed with Moscow in
1956 and has soft-pedaled his
advocacy of "multiple roads to
socialism." He is being criti-
cized by many party elements,
some of whom wish to see him
replaced by Luigi Longo, deputy
secretary general of the PCI.

12. In spite of these
reversals the Communists still
retain their greatest propaganda
asset--their claim to be the
principal protagonists of the
working class-~because of the
failure of the two socialist
parties to reunite. Their
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claim is bolstered by the
Italian General Confederation
of Labor (CGIL), which is dom-
inated by Communists. It is
the largest labor federation,
embracing some 3,000,000 of

the 5,000,000 organized workers
in Italy's 20,000,000-man labor
force, The CGIL's position is
enhanced by the lack of cohesion
of free labor unions, by the
formation of company unions in
several plants, including the
powerful FIAT complex, and by

a tendency of some elements of
management to favor dealing
with "more efficient" Communist
unions rather than free labor .
organizations.

13. Current Communist
paramilitary capabilities are
undetermined in detail, although
it has long been estimated by
Italian military experts that
Italian security forces are
capable of putting down any
Communist uprising that -is not
assisted from the outside. The
Communists retain a powerful
sabotage potential in the fields
of communications and transporta-
tion and in northern Italian
industries.

14. The current objectives
of PCI propaganda and tactics
are to break the influence of
the ruling Christian Democratic
party, to re-establish Nenni
Socialist cooperation with the
PCI, and to install a left-wing
government which would carry
out policies favoring the bloc
and initiate economic and
political changes that would
allow further expansion of the
PCI's strategic position,
Strenuous efforts to exploit
Italian fears of involvement
in a nuclear war mark an in-
tensification of the party's
attempt to build a united
front leading to the adoption
of 'an "independent'" foreign
policy., The PCI exploited So-
viet warnings in 1957 and again
on the eve of the May 1958
elections in transparent at-
tempts to frighten the Italian

people into supporting the Com-
munist line. As obstacles to
these objectives the PCI must
reckon with continued economic
stability, apathy in its own
ranks, anti-Communist sentiments
within the Nenni Socialist
party, and the PCl's record of
subservience to Soviet power
interests.

15, Italian Reaction: The
Italian Government maintains
correct but cool relations with
the USSR and Eastern Europe.
Italy has for the most part
firmly but consistently turned
aside bloc initiatives for
closer relations. The Fanfani
government probably will try -
initially to undercut the Commu-
nist appeal in Italy primarily
through socio-economic reforms
rather than by police action.

Previous governments have

avoided discriminating too
vigorously'against the Commu-
nists, who command considerable
political and parliamentary
strength and champion causes
with popular appeal.

16. Outlook: It is highly
doubtful that the bloc will make
progress toward its.objective of a
neutralized, "independent" Ttaly
in the foreseeable future.
Prospects for advancing Soviet
foreign policy and the fortunes
of the. Italian Communist party
will be influenced primarily by
the ability of the government to
carry out socio~economic reforms
and to avoid a recession.

17. Despite general ex-
pansion of Italian. trade. with
the bloc in recent years, which
will probably continue, it is un-
likely that Italy will ever be-
come substantially dependent on
this trade, ' The percentage of
bloe trade im total Italiamn for-
eign trade will remain relatively
small, The problems of finding
markets in the bloc and suit-
able commodities to purchase
from the bloc continues to lim~

it trade.
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